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e egislation is adopted Warner Bros, and possibly certain other studios will probably 

Z f!!!h lV°° r ‘ 3S a9reement In Principle is reached because the hardware manufacturers 
p obably stan manufacturing machines in accordance with the agreed specifications, 
be ore legislation is adopted. However, we do not have to make any decisions now. 

2. Regional coding . 

This is being addressed by the manufacturers standards committee. There is general 
understanding that there will be 5-6 regions, and that machines in one region will "lock-out ' 
discs from another region, protecting our ability to maintain our "windowing' policies. The 
main issues are which regions will include Mexico and China. 

3. Durability of Video Discs . 

We have not yet seen any market or lab tests demonstrating the durability of video discs in 
a rental environment. This will be important for determining the marketing and pricing of 
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4. Pricing - 

We have not yet seen any proposals concerning the pricing of discs. 

5- Eormat i on and Maintenance of an Encry p tion Licensing Entity - 

As part of the encryption" model for copy protection, Matsushita is donating a proprietary 
encryption technology, which will be licensed to software encryptors and hardware 
decryptors. Although there will be no royalty or fee for the technology, the licensing entity" 
will need to be funded and managed. These issues are presently being discussed. One 
benefit of the “encryption” model and the formation of an "entity" is that it will provide for the 
encryption/copy protection solution to be more easily adaptable for worldwide application; 
and not be limited to the reach of the U.S. legislation as the EIAA/MPAA legislation was. 
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Please let me know if you need additional information or if I can help further. 
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